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Aug. 14, 1995
MONTANA POLL SHOWS DECLINE IN CONSUMER OPTIMISM 
MISSOULA -
The biannual Montana Index of Consumer Sentiment for June 1995 shows a midyear drop 
in consumer optimism from six months earlier, returning to a level comparable with June 1994.
The index is derived from information compiled through the Montana Poll, conducted by 
The University of Montana Bureau of Business and Economic Research. For this edition of the 
poll, the bureau interviewed 402 adult Montanans statewide June 22-27.
Montanans are asked a series of questions about their economic situations and about their 
expectations for themselves, the state economy and three major consumer markets: housing, 
automobiles and household durables (TVs, furniture, major appliances, etc.). Some of the data are 
then used to compute the Montana Index of Consumer Sentiment.
The Montana Index is patterned after the national Index of Consumer Sentiment, compiled 
monthly and considered a leading indicator for the national economy. As such, it generally signals 
the direction of any economic change, especially significant upturns or downturns, said Susan Selig 
Wallwork, director of the Montana Poll. It does not, however, indicate the magnitude of such 
change, she said.
Since consumer spending accounts for about two-thirds of the gross national product, 
spending changes can significantly impact the economy, Wallwork said, and consumer spending is 
influenced by consumer sentiment.
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Montana Index. The Montana index suggested that consumers were perhaps more upbeat 
late in December 1994 than the economic conditions warranted, Wallwork said. The index had 
risen about 13 percent by mid-1994 and again more moderately (about 5 percent) at year end, and 
the annual average was at its highest in more than 10 years, she said. But, because the Montana 
index is computed biannually, not monthly, it was not known whether the year-end increase was a 
continuing upward trend in consumer optimism or merely a blip, she said. The June 1995 index 
suggests it may have been a blip, she said, noting that the index dropped about 6 percent, back to 
where it was about a year ago.
Most national indexes of consumer expectations showed similar upward movement in late 
1994, but consumer confidence in the economy was far from steadfast, Wallwork said. Analysts 
had long been expecting a slowdown in consumer spending as interest rate hikes took their toll, 
and retail sales dropped in December. Since then, the national indexes have also shown some 
decline, she said.
National surveys suggest that consumers, on average, have been fairly confident about their 
income situations and about some economic conditions in the near term — the next six to 12 
months — but long-term conditions continue to evoke concern. Montana consumers have tended to 
share those expectations, Wallwork said.
In December 1994, about half the Montanans polled (51 percent) expected no change in 
their financial situation over the coming year, which was no change from late 1993. But 34 
percent expected to be better off, and only about 11 percent expected to be worse off -  both slight 
improvements over late 1993, Wallwork said. By June 1995, the assessment had not changed
-more-
Pollcons.rl -- 3
significantly: 54 percent expected no change in a year, 30 percent expected to be better off, and 
10 percent expected a personal financial decline.
Over the years, Montanans have tended to be their most apprehensive about the state 
economy, especially over the long term, Wallwork said. But in late 1994, for the first time in a 
long time, those sentiments clearly shifted a bit, she said.
In December 1994, five Montanans in 10 (53 percent) were optimistic about the state’s one- 
year outlook, while roughly four in 10 (37 percent) were pessimistic. A year earlier, those 
proportions had been the reverse, and by mid-1995, optimism had again declined significantly to 
46 percent, with 42 percent negative about the state’s one-year outlook.
Sentiments about the five-year outlook were more subdued in late 1994. But again, for the 
first time in years, slightly more Montanans were optimistic: 48 percent, compared to 44 percent 
on the gloomy side, Wallwork said. A year earlier, only 28 percent had been optimistic about the 
state’s longer-term outlook, and six in 10 (62 percent) had been negative. Six months later, 
though, expectations had reverted to past patterns. In June 1995, 40 percent expressed optimism 
about the state’s five-year outlook, and 52 percent were negative.
Major Consumer Markets. The consumer survey also asks Montanans about the markets 
for household durables, housing and automobiles. Respondents were asked whether they think the 
coming months would be a good or bad time to make such purchases, not whether they plan to 
make such purchases. Responses about the household durables market are included in the index; 
the others are not.
Montanans continue to be their most optimistic about the household durables market,
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Wallwork said. In late 1994, six in 10 (61 percent) viewed the first half of 1995 as a good time to 
buy, the highest level since the Montana index began in 1982. Only two in 10 (19 percent) had 
negative responses. By m id-1995, though, that optimism had declined somewhat: 56 percent saw 
the second half of 1995 as a good time to buy household durables, with only 17 percent negative. 
More Montanans apparently were undecided.
In the automobile market, since the bureau has been monitoring it, consumer optimism 
appears to have peaked in 1986, when the very low financing rates first appeared, Wallwork said. 
Optimism declined somewhat after that, she said, but since mid-1991, sentiments about the auto 
market have remained relatively stable and optimistic, with roughly five in 10 optimistic, and 
about three in 10 not. By mid-1995, that optimism had dipped again: 41 percent viewed the 
coming 12 months as a good time to buy a car, while 35 percent were negative.
The housing market data showed a significant erosion in optimism in late 1994, especially 
compared to pronounced high points in early 1992, late 1991, and the late 1980s. Last December, 
only 40 percent considered 1995 a good time to buy a house — down 18 points from a year earlier 
and 11 points from six months earlier, Wallwork said. Slightly more (about 45 percent) 
considered the coming 12 months a bad time to buy a house. In mid-1995, though, expectations 
shifted back again somewhat to the June 1994 levels: five in 10 (50 percent) were optimistic about 
the housing market over the coming 12 months, while three in 10 (33 percent) were not.
Regional Indexes. For regional analysis, the bureau groups Montana’s counties into three 
broad multi-county trade areas: the west region, west of the Continental Divide; the northeast 
region, covering the northern half of eastern Montana; and the southeast region. Helena and Great
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Falls are in the northeast, Billings and Bozeman are in the southeast, and Missoula, Kalispell and 
Butte are in the west. The regions generally show the same trends as the state overall, and a big 
change in the state index usually means similar movement at the regional level, Wall work said.
Although the state index can sometimes also mask significant regional differences, the 
patterns have been similar since about 1992, she said. All have experienced upward movement 
over the past two years, with the more dramatic increases in June and December 1994. As with 
the statewide index, though, the mid-1995 index for each region dropped somewhat, back to about 
the level of a year ago.
The Montana Poll’s statewide sample was drawn using the bureau’s two-stage random 
sampling process, which generates a representative cross-section of Montana’s adult population.
Its random digit telephone sampling program generates a statewide sample of telephone numbers, 
proportionate with the distribution of households in the state. A second random sampling 
procedure is then used to select one adult respondent in each household, taking into account the 
number and gender of adults in the household. The total sample (all respondents) has a potential 
maximum error margin of plus or minus 5 percentage points. The error margin for any subgroups 
would be larger depending on the size of the group.
m
Contact: Susan Selig Wallwork, (406) 243-5113.
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